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PASS TREASURY, FRB AND CEA 

E. 0.11652: NA 
TAGS: EFIN, EEC 

SUB J : CURRENT MONETARY SITUATION 

1. EC COMMISSION OFFICIALS ARE REACTING VERY 
CAUTIOUSLY TO THE CURRENT TENSION IN INTERNATIONAL 
MONEY MARKETS AND SEEM TO BE FOLLOWING THE LINE 
THAT THE LESS SAID AT THIS TIME THE BETTER. OUR 
SOURCES TELL US THAT THE MATTER WAS NOT 
DISCUSSED AT THE EC COUNCIL MEETING ON MAY 14-15. 
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2. EC OFFICIALS NOTE THAT SO FAR THE EC SNAKE HAS 
REMAINED INTACT WHILE FLOATING UPWARDS AGAINST THE 
DOLLAR - THE UPWARD PRESSURE SO FAR HAVING BEEN 
TRANSMITTED MORE OR LESS EQUALLY TO ALL CURRENCIES 
PARTICIPATING IN THE JOINT FLOAT. ON THE OTHER HAND, 
THESE OFFICIALS RECOGNIZE THAT IF THE TENSION 
CONTINUES, SOME EC CURRENCIES ARE LIKELY TO BE 
AFFECTED DIFFERENT ALLY, THUS CREATING TENSION WITHIN 
THE SNAKE. THIS TENDENCY WOULD INEVITABLY BE 
ACCENTUATED BY THE STRONG ANTI- INFLATION 
MEASURES IN WEST GERMANY RECENTLY ANNOUNCED BY THE 
FRG, ASSUMING OTHER COUNTRIES PARTICIPATING IN THE 
JOINT FLOAT DO NOT ADOPT SIMILAR MEASURES. THE 
RECENT POSITION OF THE D- MARK AT THE BOTTOM OF THE 

EC BAND PROVIDES SOME MARGIN FOR THE DM TO RISE 
WITHIN THE BAND. 

3. OUR CONTACTS BELIEVE THAT, WHATEVER HAPPENS, THE 
COMMUNITY WILL ACT IN CONCERT AND THAT IF ONE EC 
CURRENCY CAME UNDER UNDUE PRESSURE WITHIN THE SNAKE 
AND IF THE NECESSARY CREDITS AND SUPPORT WERE 

NOT FORTHCOMING, A PARITY ADJUSTMENT UNDER COMMUNITY 
PROCEDURES WOULD INTERVENE BEFORE THE CURRENCY IN 
QUESTION CEASED TO PARTICIPATE IN THE JOINT FLOAT. 
GREENWALD 
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